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SHDR'TLY before the close of fiseal pear 1952 Congress
nuthorized tha extonsion of the mutnal-securiiy pﬁﬁ-zldn
under wlich nine-tenths of foreign nid iz currently furni .
Almost $5.8 billion of additional funds were made available
for the program by the approprintion net which followed.
Of these new funds, nearly three-fourths ia to be used for
military aid, ineludmp assistance to the North Atlantic
Trenty Organization (NATO). The balance is availeble for
econontic #id, technical assistance, refugee relief, and con-
tributions to varions other internnti orpanizations,
- By June 30, 1952, all but £500 million of the $11.8 billion
of funds previovsly made gvailable for military vid wnder the
mutual-security progrem and ifs decosgor, the muteal-
defense assistance program, had ﬁn obligated. At that
date obligations, for military aid to Furope vesched over
§0% billion, thoge [or the Near Rest and Airican aren nearly
#1 hiltion, snd for Asis and the Pacific over $1 billion.
Tnerenses in maliteary gid durving the last thres fiscal years
have compansated for the plenned decling of economic sid.
Thus, sid tetals heve shown but litile variation on an anmugl
basis, omounting to $5.1 hillion in 1050, $4.8 billien in 1851,
and 550 billion 1n 1952, 'Within these totals, however, the
relationship of mili to economic &id has changed sharply.
Milibery oid, which comprised only 4 percent of total
assistance in fiseal year 1950—the last yem Lefore the out-
break of Korsan hosiilitiea—has risen rapidly, uccuunt.m%
for 24 pereent in 1051 and 38 percent in 1952, By the finn
quarter of figeal year 1952, the military-aid eomponent had
incre to 44 percent nnd groes foreign nid wes higher
than in any ?reeading q]um'ter of the 3 years, reaching wn
annual rate of over $6 billisn,

Returns are sizable

As shown in table 1, aid netted by “returns" in the form
of repayments on eredits, counterpart funds, snd returned
lend-lesse weesnls has closely followed the pattern of g
aid since the Kovean invesion. With such returns r ng
nearly a billion dollors in the 2 years, not wid farnished in
the period amounted to $8.0 billion, comprised of $8.5
billion of net grants snd £0.5 billion of net credits.

Collections on credits accounted for two-thivds of the
returns in the 2-year period. These inelnded in fisenl year
1952 the firat principal payments on the $3% billion British
loan end on the British and French war-aceount settlements.

Counterpart funds in 1952 showed the same tendeney io
decline 08 the economic-nid programns, since they were
genorated primarily by such progroms.  These funds repre-
sent foreign eurrencies made available without eost to the
United Stntes by the recipients of grants. They are used
to mest certein forcign operating expenses of the Govern-
ment nnd, in the eaza of econoinie-aid counterpart, to pur-
chasa strategic matertals for stockpile or to extend loans for
the development of foreign eources of such materialz.

The eounterpart enrroncies aequired by the United States
represent a relativdy small propovtien of the total funde
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derived by foreign povernments from the anle of goods for-
nished o them ns sconomic-aid gronts. Those funde whick
sre not placed at the dizpezal of the United Siates have been
sat aside in ol aceounts and employed by the foreigm
coantries, with the concurrence of this country, for projects
designed o promote economic development snd nternal
production
oI construction. Europe the equivalent of $8.7 billion
was  withdrown for such purposes from April 1948, the
Iimggé‘anning of the Enrepann-recovery program, through Jung

Military assistance increases

Exelusiva of econemic aid for defense support, about
33 billion of military nssisience wos furnished ahroad by
the United Stotes Government in the 2 years beginnitg
July 1950, neui]?_ two-thirds of this amount moving in the
second year. Uitary aid resched an annua! mte of $2.7
billion in the June quazter of 1952,

Far the postwar period ss a whola, cumvlative military
taniz {0 the Eorepean NATO eountries—including those

nished under the Greck-Turkinh ossistance program
established in 1947—hnd renched $3 billien by the snd of
June 1952, Similer eid to Asia end the Pacific mrés ngare-
gotod $1.2 billion, includiag on estimated $700 million of
military tend-leass to China in the early postwar yenrs.

Congress ﬁPprﬁprin.te-_ci $140 million in July 1952 for the pro-
gram to develop N ATO instellations sbrond finnneed on amal-
tilateral bosis. These funde are to boa used hy the Deofense
Department for che United States shara of the Feurth annual
program. SBome econtributions for the previeus swnusl
ghares hove already beon made from mutusl-security pro-
gmn funds but ere not included #s foreign aid in the date

own in tables I and 2. The total present commitment for
such use in $283 million.

Stepa taken during the fiscal year 1952 to strengthen the
security of the frae world included the sining of seeurity
trenties betwesn the United States ond Austrolin, New
Zealand, the Ph'ig.}'lpipines, and Jopan. Under the Inttcr
troaty jnpanm tary protection iz provided Einiced
States forces until the people of Japan ean fulfill their cwn
defense requirements. Buyisg by the Unibed Steies for
Koreon support and the presence of our Armed Forces have
helped Jn;mn 0 meet her dollar requirementa and reducesd
the noed forr aid,

Under the Adminstintive ement implementing the
Security Treaty, Japan is contri utin%m tha cost of mpin-
tmnin? its security by meking available the equivelent m
Fen of $155 million per annom—snbject to poriodie adjust-
ment—beginning April 2¢, 1932, These funds are used by
the United States Armed Forces io purchase services and
supplies similar to those which Japen provided under
ocoupation-charge procedures before 1t was sccorded the
stabue of an independent nation. An estimaied $300 million

carly of utility, transportstion, and other services, mcluding
ocal iabor costs, wus provided to the United States without
cost prier to July 1951. In the next 10 monthe secapation
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¢h were reduced to only half of their former amount
s thit the resulting incrense in the flow of dollars to Jnpan
might compensate for the graut program then in the process
of terminakon,

Aid provides stimulus to production

The mutual-security progrem furnishes amistance to
Turcpean conntries not only through military training and
the shipment of United States munitions abrond, but zlee
through varicus mensures des to = then sheir
military production 8o that it provide more loca] logisbic
support. ch measpes include the defense-support
oifshore-procurement programa.

Under the defense-support program the Mutual Securicy
Agency (MSA) furnishes economic nid in the form of raw
materials and production equipment for the mannfacturs of
militery equipment, as well as coal, cobion, nnd other com-
meodities to enable the Eurogenn NATO conntries to devole
# Inrger portion of their production to defense.

Under the offshore-procurement program the Defense
Department contracts for the production mn certan E
nations of military equipment to be traneferred to mutunl-
seturity program recipients ¢r to be used by the United
. States Armed Forces. It is snticipated that reontrants
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1853. The program’s main ]:]-Jurpoﬁa is to permit the expon-
sion of European production beyond the Ievel which can be
financed h Euﬁrfeon dafense budgets slone, olthough it
hos the added advantage of incronsing dollar e .

Half of tha offshare-procurement contracte—which reached
n total of $634 million by the end of June 1952—were placed
in Fraoce, with Etealy and the United Kingdom receiving the
next largest nraounts.  Ahout 5600 million of these contruets
is being financed from funds s;gpmﬁﬁat.nd for the 1952
mutuml-geourity program and the balance from regulm
Diofonge Departmient &Eprnpriatiuna. The latier will provide
militery hordgoods and ammunition for our Armed Forces.

Tm;ri}x%oﬂu[mpnrt Bank (EIB) nuthorizad & $200-million
aredit to France in June. Disbursements under the lonn
reached $154 million by the end of August. Such viilizations
are limited to the dollar amount of certain of the contracts
placed by the Defense Department in France; payments on
the losn will be mnde by the Defense Department as it
actepts deliveries of materials.

Military sales implement foreign rearmament

The Mutual Defenge Assistance Ach of 1049 authorizes
the Giovernment to sell materials hom its military stocks to
certain foreign countries and %o procurs goods on the

valued at ne much ns $1 billion may be placed in fiseal yeer  domestic market for them on a reimbureable basis, Requests
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for such purchases are merged with the over-all domestic
procurement program of the Defense Dopartment, thus
svoiding conflicting demnnds on the productive capacity of
the United States.

Cvor 800 requesis from 4] foreign iqﬂmrnpmnts had beon
roceived for goods end services under this “reimbranble aid™
program by ihe end of June 1862. Deposits for the shipment
of goods or provision of serviges, inclinling repair and reha-
bilitation, aggregated %289 million. Thess receipts were
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mainly from Weatorn Homisphere countries, with nbout a
fifth of the total irom Asis snd the Pacifie, By thiz time
the poods and earvicas provided to thess aress amounted to
$113 million,

MNenrly two-thivds of the toial depoesited wns roceived by
the United States Government in fiseal year 1952, and :nenr]y
nine-tenths of the poods and services Mmada available under
the program were transfarred in ithat year, The items trans-
ferved included navel vesscis as well ns military equipment

Tobkne L.—Sunmmary of Foraign AJd (Grante and Credite), by Progeam: July L, 1945, throogh Fooe 30, 19452
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ond services. Such vessele ware sold ab o raduced rate and
in nddition the recipient conntries paid the coats of reactivat-
ing them for service,'

Mutuoi-security economic eid continues large

Economic sid including technieal assistance and relief,
althongh nearly $600 million less in fiscal year 1962 than in
the prior year, still comprised over three-fifths of the total
aid wi::u:‘g abroad. The decline took place entiraly in grants
gince credits ropresented over one-fifth of the economic-rid
totol in 1952 as compmrod to aboub one-tenth inm 1951.
Together the $3.1 billion of ﬁmnm god loans hmr;ﬁ]:t, cml:—
war economic aid to $33.6 billion. As shown in t,
ahout thres-fourths of the aid in the nonmilitery categs
flowed to Europe and about ono-gixth to Asia and tha Faciiie

area.

Assistonce furnished under the mutyal-security program
and its predecessor pramz—rincluding the Euwropean-
reco very program—imade up the greater part of economicaid
in fiseal genr 1952, totaling over $2.6 bilkion or about the
equivalant of tha prior-year amount.

Cradit sid under the win rose to 1 somewhat lerger
proportion of the whole it 1852. ‘The increase in loans was
in line with the Congressionsl requirements expressed in tha
Mutual Security Ach of 1851 which stipulated thet no less
than one-tenth of the ceonomie nid provided with funds made
available under the nct should be on & loan basis.

France was the largest recipient of the aconomic aid flow-
ing abroad under the mutual-security pmgimm in fiscal yonr
18562, Together with its dapendencies and Indochina, Franea
received $500 million of such oid, or about one-fifth of the
total. All but $43 million of this pmount was in the form of

gunts,

The United Kingdom and its dependencies ranked second
with %304 million of aid, inelo $60 milion of erodits.
Over 200 million of ¢he grants to the United Kingdom were
furnighod in the last quarter of the year when they were
instrumontol in checking the sharp fall in British gold and
dollar regerves which began in the first quarter.

United Kingdom rescrves declined fromn $3.2 billion on
Jiune 30, 1951 {o §1.7 billion on the eame dnte a year loter.
A substantial portion of this decreass yesuited from payments
totaling almost $6.5 billion made by the Thited Eingdom—
on behall of the entive sterling aren—to the European Pay-
ments Union, A foll in the demand for and price of steling-
avea commoedities, plua large purchaees in the United States,
Crogada, nnd other dollar areas -contributed to the huge
drain. Almost all of the decrerse took place in the firat 9
months of the year. A halt in the 1apid daterioration of
reserves was brought about mainly through mensures talon
bir the United Kingdom and the sterling aren and by menns
ol the previously mentioned United States ginnis. Thus it
whe pogsghble to limit the decline to oxly $15 million in the
finnl 3 months. . . ]

Other countrics receivibg & mnjor hare of muttnl-security
aid in fiseal year 19562 wore Italy and Greees with over $200
millien ench; Ausiria, Germany, and the Netherlands with
from $100 mullion o $200 million ench; and Yuposiavia and
Turkey with over $50 million each, The assiatenes furnished
to thess couniries was in the form of both grantsand credits—
the former pradominating—with the exeeption of sid {o
Austzin and Yuecelavia which was sololy on n gront basis.
Isracl amd Taiwan were the only large recipients outeide
Europe, having received $64 million aad $00 million of grants
respectively.

he mutunl-spcurity progrom loon dota for fiscrl yenr 1852
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a8 ghown in table 1 ineluda $172 million representing utilize-
tion of the special $190 million loan to India autharized by -
Congress in June 1961 for tha purﬁ: of furnishing emerg-
ency food ralief to that country. loan agreement wi
Ind{a. provides for repayment in dollars, but contains e provi-
sion that future negefintions may mocilfjr tho agrecment to
provide for payment in strategic materials. The same
category of oredit aid aleo includes utilizations of $24 million
agamst the 3624 million loan to Spain wuthorized by Con-
gress in September 1050, ]

Other assistance under the mutual-sscurity o in
fiscal year 1052 ingluded contributions of $187 million to
gupport the Europesn Payments Unien which fneilitates trads
in Western Europe. Contributions were nlso made to the
Organization of American States and to the United MNations
?l'ogmmg for technical assistance and for the relief of refugees

rorm Polestine.

EIR lending authority increased

Although representing only a relatively small proportion of
the total flow of loreign aid, loans extended by the Export-
Import Bank (EIB) were the second largest category of
economic assistange in fisen! yeor 1962, During the vear
the landilﬁi::ut]mrltj of EIE was incroased from 3% billion
to $4¥ billion im order to enable the Bank to » ita
T of finoncing the acport of American gonds and of
aasinting in the sx ion of foreipn productive facilities,

The largest EIB disbursaments congisted of $40 million to
Germony, $43 million to Isinel, and $33 million to Japan,
although disbursements were made to 22 othor countries,
including 13 of the American Republies. Thilizations on
loans to the lotier totaled $62 milion. MNew credit com-
mitments of ovar 3500 million vere suthorized during the
yenr for many purposes, including industrial development
projects and the developmens of foreign sources pro-
duction sbrond of stratogic materials. On June 30, 1952
the unutilized portion of established EIB erecits stood st
;‘irrg ];ii?]._‘.! billion anid the uncommittod lending authority at

" 101,

Defense Department relief granis continue

Civilian supplies furnizhed abroad by the Armed Foress of
the Unifed States mnked third in size smong aeonsmic-
aid programs in fiscal yenr 1952. Mﬂmughnﬁais type of
oid hind declined by more than half from its prior year total,
the importanee of these prants is greator than the amount
would seem to indicats since they includo the raliof supplioa
furnished tp the civilian pepulation of Eoren during the
Korean conilict.

The decrease in ci\filia,l_‘t-csuplaly aid in fiscal year 1952 re-
gulted from the termination of grants of raw materials end
basic supptlies to Japan under the program fnanced from
funds appropriated for government and rvelief in the oceupied
nreas, en the program for Japan was discontinued at the
and of fiseal year 1051, goods in pipeline at that time yialded
less than 61 million of =id for 1962 as compaved (o $303
million in the prior year. The Ryul:yu Islands, which are
still under United States administration, continue to rocciva
eivilian-st_:pfly granls, incloding constiuction jor civilian
use. A liltle owor 330 mallion of such aid was furnished to
the Islands in ench of the last 2 years.

Nearly #1853 million of relief aid was provided by the
Dofenso Department to tho Republic of Korea in the 2 years
jollowing the Commurist invasion, Tn the seeond year af the
confiict such aid rose by $43 million to total 5114 million
for the yenr. Other sssiztance to Kores during the conflict
i]]lﬂtlﬂﬂg 560 million of economic and technical assistance
mads available by the Mutual Seeurity Agency, and the
firet payment of $10 million to the United I%ntiuns Korenn
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Boconstruction Agency, The latter in to talke gver certnin
- Korsan-aid operstions from the United States Govorpment
when hostilities cease.

Tha aid furnished sbrond through programs other than
thoss dispussed above reprosented only o very minor part of
the wholo in fisen] year 1952, Buch programs were penerally
in the process of terminstion during the year and consisted
for the most part of (1) gronts under the Philippine re-
habilitation program which had been nemv;l'y completed by
the end of fi year 1351, {2) grants to Yugeslavia under

SURVEY OF CURRENT BUSINESS
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the State Depariment smergency-reliel aid progrom for
that country which were terminated in the first quarier of
fiscal year 18952 when it h to receive mutual-security
economic aid, (3) grents to Mexico which had assisted that,
country o eradicate the foot-and-mouth disense afflictin
Mexicon cattle, (4) grants under the Chinese military-ni
progrom established in April 1948, and {6} military-nid
rants ubder the Gresk-Turkish aid program which have
n replaced hy similar grants under the mutoel-security

PrOgL.

Toble 2 —Summory of Foreign Ald {Eromts and Crodbte}, by Major Country s July 1, 1945, Through Junc 30, 1952
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Table 1 —Swmiiary of Forofgn Ald (Gromte and Ceedits), by Major Conatry: July 1, 1945, Through June 80, 1952—Con tirised
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